ANALYSIS OF AMENDED BILL

Franchise Tax Board

Author: _Sher Analyst: Darrine Distefano Bill Number: SB 2015
Related Bills: None Telephone: 845- 6458 Amended Date: 04-10- 2000
Attorney:  Patri ck Kusi ak Sponsor:

SUBJECT: Charitabl e Fundrai sing

SUWARY OF BILL

This bill would create several new provisions applicable to a charitable
corporation or trustee, comrercial fund-raiser, fundraising counsel, or
coventurer (charitable organization). It would establish new fees and civil
penalties to be applied in the case of specified violations of the Uniform
Supervi sion of Trustees for Charitable Purposes Act (the Act).

This bill would allow the Attorney General (AG to refuse to register a
charitabl e organi zati on or to revoke or suspend a charitable organization if that
entity violates any provision of the Act.

The bill’'s provisions are addressed by this analysis only as they inpact the
depart nent.

SUWWARY OF AMENDMENT

The April 10, 2000, anendnments added a civil penalty not to exceed ten thousand
dol | ars ($10,000) for a person who intends to deceive or defraud any charity or
i ndi vidual . The anmendnents al so del eted | anguage for reinbursenment of costs.
This is the departnment’s first analysis of the bill

EFFECTI VE DATE

This bill would becone effective January 1, 2001, and operative for al
provi sions after that date.

SPECI FI C FI NDI NGS

Under the Government Code, the AGs Ofice is required to maintain the Registry
of Charitable Trusts (RCT). The AG has enforcenment or supervisory powers over
charitabl e organi zati ons and trustees hol ding property for charitable purposes .
Charitable organi zations are required to file reports with the AG regarding
donati ons received and other aspects of their activities.
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Under current state |law, the departnent can disallow an i ncome tax exenption for
a charitable organization that fails to file any registration formor other
report to the AG for the RCT. 1In addition, the AG may direct the departnent to
assess the m nimum franchi se tax on an exenpt organization for failure to file
any registration or periodic report. The exenption nay be reinstated once the
organi zation has registered or filed the periodic report with the AG but the
organi zation nust pay the mninumtax for any year or years for which the
exenpti on was di sal | owed.

Under the Revenue and Taxati on Code, nonprofit organizations are not
automatically exenpt fromtaxation. A nonprofit organization nust apply for
tax-exenpt status with the departnent. The departnent has the authority to
suspend the powers, rights, and privileges of an exenpt organization for various
reasons, including inactivity. An organization may be revived froma suspended
status by conplying with various requirenents, depending on the reason for
suspensi on.

This bill, under the Governnment Code, would do the follow ng:

1. Assess a charitable organization with a late fee or an additional fee of
twenty-five dollars ($25) for each nmonth or part of the nmonth a charitable
organi zation fails to file its registration statenment and financial report
requi red under the Act.

2. Specify that all fines, penalties, and attorney’'s fees paid to the AG could be
used by the Departnent of Justice solely for the adm nistration and enforcenent
of the Act.

3. Inpose a civil penalty, not to exceed ten thousand dollars ($10,000), for
violation of the specified provisions of the Act with intent to deceive or
defraud any charity or individual. The first violation of any other provision
of the Act would be a fine not to exceed one thousand dollars ($1,000). Any
subsequent violations would result in a fine not to exceed two thousand five
hundred dollars ($2,500).

4. Allow the AG to accept assurance of voluntary conpliance with the Act from any
person who is alleged to be engaged in any nethod, act, or practice in
violation of the bill’s provisions. The assurance of conpliance nust be in
writing and filed with the superior court in this state for approval. The AG
may initiate contenpt proceedings or proceed as if the assurance of voluntary
conpl i ance has not been accepted in the event of an alleged violation.

5. Allow the AGto refuse to register or revoke or suspend the registration of a
charitabl e organi zati on when the AG has found that the provisions of the Act
have been vi ol at ed.

| npl enent ati on Consi derations

This bill |eaves unclear whether a charitable organization for which the AG
woul d refuse to register or revoke or suspend registrati on would becone an
i nactive organi zation. |If these charitable organizati ons would becone

i nactive, the departnent would suspend the exenpt status of that
organi zation for tax purposes.
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FI SCAL | MPACT

Departnmental Costs

This bill would not inpact the departnent’s costs.

Tax Revenue Esti mate

This bill would not inpact the state incone tax revenues.

BOARD POSI TI ON

Pendi ng.



